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The Theory 


of Dividends 


By Tom Doig 


IVIDENDS, according to Web- 
D ster, are “A sum or quantity to 

be divided and distributed: 
also, the share of a sum divided that 
falls to individual.” In credit 
unions we set aside, usually annually, 
a portion of the net earnings; which 
amount is divided among the members 
of the credit union in accordance with 
the amount of their shareholdings, and 
either the total of this amount or the 
individual amount received by each 
member is referred to as a dividend. 

In a private-profit corporation the 
profits or earnings, or a portion of 
these profits or earnings, are distrib- 
uted among the owners of the cor- 
poration either quarterly, semi-an- 
nually, or annually, and this distribu- 
tion of profits is known as payment of 
a dividend. The purpose of the pri- 
vate-profit corporation is to produce 
a profit from the needs of the people, 
and the owners of such a corporation 
are usually few compared to the num- 
ber of people who purchase the prod- 
uct or service the corporation offers 
for sale. Therefore the object of the 
corporation is to produce as much 
profit as possible, and its success is 
measured in large measure by the size 
of dividend paid. 

In most merchandising cooperative 
societies the products or services of 
the society are sold primarily to mem- 
bers of the society. Therefore, the 
members or owners of such a society 
are its primary patrons and the pri- 
mary purpose of the society is not ex- 
ploitation of its members but rather 
to deliver the product of its effort to 
these member patrons with the great- 
est possible efficiency and at the lowest 
possible net Such a_ society 
usually charges the current price for 
its service or product; it deducts oper- 
ating expenses from its total receipts, 
and after setting aside proper reserves 
and additions to capital, it returns the 
balance or excess initial charge to its 
individual patrons in accordance with 
the use these patrons have made of 
its service or product. This return of 
excess initial charge is known as a 
patronage dividend and is usually paid 
annually. Since the objective of the 
society is to deliver its services or 
products to its member patrons in 
best quality at lowest net cost the 
success of such a society is usually 


each 


cost. 
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measured by the size of its patronage 
dividend. 

A credit union is a cooperative so- 
ciety, and so are all the other organ- 
izations and societies which have been 
created by the credit unions operating 
jointly through the Credit Union Na- 
tional Association, such as the Cuna 
Mutual Insurance Society and the 
Cuna Supply Cooperative. However, 
the credit union and all the other or- 
ganizations referred to differ from 
most merchandising cooperative so- 
cieties in that they do not charge the 
current price for the service or prod- 
uct they offer for sale to their member 
patrons. The credit union, for exam- 
ple, offers to its members a personal 
loan service. The charge for this serv- 
ice by other agencies usually takes 
the form of interest, fines, fees and 
commissions. The credit union in the 
first place charges only interest, and 
no fees or commissions. Should we 
endeavor to arrive at a figure which 
would represent the average current 
rate of interest charged on personal 
loans (interpreting “interest” as the 
cost of the loan to the borrower), we 
would probably have to accept twen- 
ty-four per cent per annum as a con- 
servative average interest rate, and 
this without including fees and com- 
missions. The credit union rate of in- 
terest charged on personal loans is 
fixed by law in most states at a maxi- 
mum of one per cent per month on 
unpaid balances, which is a true sim- 
ple interest rate of twelve per cent per 
annum. Most credit unions charge in- 
terest at this rate of one per cent per 
month on unpaid balances, and no 
credit unions I know of charge fees 
or commissions. Even fines for delin- 
quency have been eliminated in most 
credit unions and are now frowned 
upon by the movement as a whole. 
When the Cuna Mutual Insurance So- 
ciety and the Cuna Supply Coopera- 
tive were organized by the Credit 
Union National Association, they too 
followed the example of the credit 
union by making the saving to their 
member patrons at the time of pur- 
chase of their service or product 
through a low initial charge for this 
service or product. They did not 
charge the current price for similar 
services or products. The rate origi- 

(Continued on page 234) 
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“The War and After’ 


Bergengren and Doig collaborate on 


SIXTH credit union book, called 

The War and After, has just 

been written by Roy F. Bergen- 
gren and Thomas W. Doig, Managing 
Director and Assistant Managing Di- 
rector of the Credit Union National 
Association. It will be off the press 
by the time this issue of THe Bripce 
is in the mail. 

“This little book,” says William 
Reid, President of the Credit Union 
National Asso- 
ciation, in a fore- 
word, “written 
by the two. men 
who have done 
most for the 
eredit union 
movement in this 
hemisphere, 
might well have 
been titled ‘Cour- 
age.” 

“In many re- 
spects the story 
told is not a new one, but its re-telling 
is timely and particularly effective. It 
revives a side of many of us that has 
long lain dormant. It breathes courage 
and calls for courage. 

“It is effective because of its in- 
tense earnestness, its racy style and 
because it is not too long. I read a 
copy of the manuscript in a bit under 
an hour at one reading, and found it 
one of those absorbing tales of life I 
couldn’t put down. . . . Any reader 
who does not get a tremendous lift 
from the reading of this book is indeed 
in a bad way.” 

The following quotations from the 
book will give a sample of its flavor: 

If anything could make us grind our 
blade to a keener edge that we may go 
forth to war, it is the realization that 
the enemy symbolizes a force so 
diametrically opposed to the credit 
union that his philosophy and our 
philosophy cannot live together in the 
same world. He knows it. Everywhere 
he has gone with his thundering tanks, 
his bombers and his goose-stepping 


THE BRIDGE — October, 





Roy F. Bergengren 
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new credit union book 


automatons he has destroyed the prin- 
ciple of cooperative credit—in Poland, 
in Austria, in Germany, in Norway, in 
Belgium. We have been the first vic- 
tims of his conquests until at last only 
in the United States and in Canada is 
the bright torch of cooperative credit 
burning. 
* +. 

Every credit union should have an 
active committee to keep in close touch 
with the families of men in the service. 
The wife at home and the children, the 
old parents and the dependent sister— 
they will keep right on having prob- 
lems, and the son, the father, the hus- 
band is no longer present to solve 
them. It is the credit union’s job to 
substitute for the absent soldier when- 
ever there is a service to be rendered 
within the scope of the credit union 
operations. 


You should have, when the war is 
over, substantial savings in_ credit 
union shares and deposits. 

I recall a woman who worked for a 
telephone company and had member- 
ship in a credit union for eighteen 
years. She never had a particularly 
good job, nor did she enjoy many pay 
raises. No one left her any 
money. Yet she accum- 
ulated in her credit union, 
by steady, persistent sav- 
ings, four thousand dollars. 
I recall a colored man who 
worked in a packing house 
in Madison at a good job. 
He saved in his credit union 
until he was able to buy a 
splendid farm and equip it 
with the ten thousand dol- 
lars he had accumulated. 

The lesson of the World 
War should be heeded and 
every credit union member, fighting on 
the home front, should be (1) buying 
War Bonds to his absolute limit and 
(2) accumulating savings—so that, 
when the war is over, he will have an 
umbrella indeed, stout enough to ward 
off whatever economic storms 
come. 


may 


* * 
There is no more occasion for liquid- 
ating credit unions because of the war 





Thomas W. Doig 


than there is for destroying your house 
and ‘goods for fear they may fall into 
the hands of the enemy. The credit 
union will be of prodigious service 
both through the war and after, and 
liquidation is unthinkable. 


* * 


Thirteen years ago when the dark 
cloud of depression began spreading 
over the American horizon, some credit 
unions ceased making loans for fear 
they would not be repaid. Next, be- 
cause they began accumulating sur- 
pluses, they refused to accept the sav- 
ings their members wished to invest, 
and last, as money was received, they 
deposited these funds in banks. These 
credit unions were, step by weary step, 
destroying themselves because of their 
own fear and greed. 

During this same period a large ma- 
jority of credit unions expanded their 
loan services by making loans to many 
of their members who lost their posi- 
tions. This effort to serve brought 
forth so much demand for funds that 
it was necessary for them to request 
their members to save even more 
money than previously and at the same 
time reduce their bank balance to a 
minimum. 

When the clouds of de- 
pression were swept aside, 
it was found that the heav- 
iest losses suffered by cred- 
it unions were caused by 
bank failures and deprecia- 
tion in the value of invest- 
ment securities. The safest 
place for investment of 
credit union funds is in 
loans tocredit union mem- 
bers. 

We of the credit unions 
have been privileged to see 
a great light. We have dis- 
covered that our salvation comes from 
within; that we hold the solutions to 
baffling problems which have caused 
great inequalities in our economic life. 
We are, perhaps without knowing it, 
in the van of a new and better day, 
which will be possible of attainment 
when the threat to democracy has been 
completely eradicated from the face 
of the earth. 4 
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A Credit Union Movie 


will be released some time before Thanksgiving. Most of it was filmed in Madison, 
Wisconsin. Here are some shots from the picture, which will be available in color or 
black-and-white, with and without sound track. 








A credit union may be organized in any group that has a common 
bond—teachers working in the same school system. . 


Or members of a labor union... 








== 
Credit unions lend money for provident and productive purposes- 


For the purchase of coal... 
for medical expenses ... 
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For the purchase of equipment... . 





The first credit unions were organized by F. W. Raiffeisen to serve 
German peasants. 





The annual meeting of the membership is one democratic feature 
of the credit cooperative. 


As you can see, the emphasis is on people in this mo- 
tion picture, which will be called The Credit Union—John 
Doe’s Bank. Produced by CUNA Educational Services 
and the Harmon Foundation of New York, a non-profit 
organization that leads in the field of educational short 
subjects, the picture will be ready for distribution some 
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The Credit Union National Association maintains a staff of organizers 


to bring credit union benefits to any group that wants them. 





Meet John Doe. an average American. 
Doe’s bank. 


The credit union is John 


time in November. Credit unions, credit union Chapters 
and State Leagues will undoubtedly want to show it at 
meetings. The Harmon Foundation will supply it to 
schools and other organizations. 

If you want more information about this film, write to 
CUNA Educational Services, Madison, Wisconsin 
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Do you want a better job? 


Are you headed in the right direction? 
Do you need special training for that job 
you would like to have? Twenty years 
from now, will you be satisfied with your- 
self ? 

There is no better investment in the 
world than YOU. Money spent to bring 
out your ability will give you more secur- 
ity than money saved in the credit union. 

You can borrow from your credit union 
for that training course you need. Loans 
for educational purposes may be exempt 
from government regulation. See the —— 
Credit Union. 




















TRY THESE ADS 


All four deal with timely subjects. Probably 


/ FEEL LIKE A NEW MAN— 


7 
I [ 


thanks to the credit union! 





For several years | needed a minor oper- 
ation and didn’t do anything about it. 


But the war changed my mind. This 
country needs healthy men today. 


So I got the money from the credit 
union. And it was the smartest thing I ever 
did. I feel twenty years younger! 

Loans for medical purposes may be 
exempt from government regulation. See 
the — ~ Credit Union. 














the one 


that talks about consolidation of debts deserves most use. 











NO MORE 





Chrislmas 
Coming Up! 


W HEN the bills come back in Janu- 
ary, will you be going down—for the 
third time? 

Don't let it come to that. Borrow now 
from your credit union. Buy for cash. 
Spend your money wisely. 

Chen the January bills won't swamp 
you, 


See the —— Credit Union. 











11 2%) -[5(:-1 
BILLS— 


Thanks to the credit union! 


I WAS letting them run me ragged—old bills 
here, old bills there, a small loan I had from a 
loan company, a loan I had on my insurance 
policy. 


Seemed as if there wasn’t any way to get 
straightened out. But I finally borrowed the 
whole amount from the credit union and paid 
them all off. 


Now at last I've got a pretty good idea where 
my money goes each payday. No more unex- 
pected bills to throw my budget out of whack. 
I can buy War Bonds without worrying about 
cashing them in next week. 


Consolidate vaur debts! See the — 
Credit Union. 
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Iu Aduertising— 


It’s the headline that counts! 


HEADLINE is at least 50 per 
cent of the advertisement in 
which it appears. If there is no 

picture with the ad, the headline is 90 
per cent of the ad. 
Look at these headlines: 
Service that’s different! 
To all credit union members! 
Do You Know— 
Another feather in our hat! 


Then look 


Do you want an extra four dollars? 

Help yourself as three million others have! 
This will make you feel good all week! 
Never have another toothache! 


at these: 


Which group of headlines makes 
you want to read the advertising that 
follows? Ask yourself: Am I more in- 
terested in service that’s different or 
in an extra four dollars? Am I more 
interested in something for all credit 
union members or in helping myself 
as three million others have? Am I 
more interested in knowing something 
unspecified or in feeling good all 
week? Am I more interested in a 


Hillebrandt Resigns 

Ben F. Hillebrandt has resigned 
as managing director of the Missouri 
Credit Union League. A committee 
has been appointed by the League di- 
rectors, with Gerd Tonjes as chair- 
man, to consider applicants for the 
vacancy. Mr. Tonjes may be ad- 
dressed c/o Big Smith Credit Union, 
Carthage, Missouri. 





Have You Arranged 
Your Radio Broadcast? 


The credit union recording for 
radio broadcast has been enthusi- 
astically received. It is a first-rate 
professional job, written and pro- 
duced by the Public Affairs Com- 
mittee and CUNA_ Educational 
Services. 

It is available in two forms. One 
is a single-side 16-inch disc, to be 
played at 33 and one-third revolu- 
tions per minute; this is the type 
suited to radio reproduction. The 
other is three sides, 12-inch, to be 
played at 78 revolutions per min- 
ute; this can be played on a stand- 
ard phonograph and is suitable for 
playing at any credit union gather- 
ing. 

The price is $3.75 for either type. 
The script was published in full in 
the August issue of THe Brince. 
This is your chance to promote 
credit unions in your area by the 
most effective medium known— 
radio. 
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feather in somebody’s hat or in never 
having another toothache? 

The second group of headlines is 
better, of course, and for a number of 
reasons: 1. They appeal to the read- 
er’s interest in himself. 2. They prom- 
ise something specific. 3. They are 
believable. 

One way to test a headline is to 
read it aloud and say, So what? Serv- 
ice that’s different—So what? To all 
credit unions and credit union mem- 
bers—So what? Do you know—So 
what? Another feather in our hat!— 
So what? 

But when you are asked, Do you 
want an extra four dollars?—So what? 
falls flat. Of course you want an extra 
four dollars. Of course you want to 
help yourself as three million others 
have. Of course you want to feel good 
all week. Of course you want never 
to have another toothache. You don’t 
say So what? to offers like these. 

When a headline makes you think 
So what?, you're not likely to read the 
ad. When it offers you something 
you’re interested in, you’re likely to 
read further. 

Each of the second group of head- 
lines could be followed by a credit 
union advertisement. For instance: 

Do you want an extra four dollars? 

If you owe a loan company two hun- 
dred dollars, it is costing you four 
dollars a month more than your credit 
union would charge. Pay off your out- 
side loans now with a loan from your 
credit union. 

Help yourself as three million others 
have! 

If you are not a member of the 
Credit Union, you are missing some- 
thing important. Three million people 
in the United States know from ex- 
perience that a credit union is the 
most convenient way of saving and 
borrowing money. Save as little as a 
quarter a week; borrow at low rates: 
and set your feet on the road to inde- 
pendence. Ask any member! 

This will make you feel good all 
week! 

Your credit union has helped thirty 
of your fellow-employees in thirty 
days with loans for doctor bills, wed- 
dings, paying off old debts, getting on 
the road to independence. Your sav- 
ings have helped make this possible. 
Keep up the good work. And when 
you need money, remember your 
credit union can serve you too! 


Never have another toothache! 

Your credit union will lend you 
money to take care of your dental 
bills. Get caught up; see your dentist 
now; and keep seeing him twice a 
year. Money invested in health is 
money well used. 


ON’T get the idea that every ad 
has to interest every member 
Your members are not interested in 
abstractions: they are not interested 
in credit, saving, service. They are in- 
terested in loans for a purpose, saving 
for a purpose, service for a purpose 
Find out what they want to borrow 
for or to save for. Professional adver- 
tising men found out long ago that 
advertising that is specific out-pulls 
advertising that is general. You can 
say, Here’s a cake that Henry VIII 
was crazy about, or you can say. 
Here’s a chocolate cake that can be 
prepared in four minutes. The four- 
minute cake will interest more women 
than the Henry VIII cake every time. 
Make up your mind which of your 
members need money now. Is it the 
members who are planning to heat 
their houses this winter? Is it the 
members who have loans with loan 
sharks? 

A credit union is a service organi- 
zation. We don’t want to get our 
members into debt. We want to help 
them out. We should not think of ad- 
vertising, therefore, as a means of 
building loan volume. We _ should 
think of it as a means of calling to 
our members’ attention the fact that 
there are definite ways in which we 
can help them. We should take just as 
much interest in the member who 
needs a small loan as in the member 
who needs a big one. 

Much commercial advertising is 
harmful. It encourages people to buy 
valueless gadgets when they should 
be paying their medical bills. It en- 
courages them to pay more for some 
things than they are worth. It makes 
them unhappy when they can’t afford 
things that are attractively advertised. 
It sometimes induces them to buy 
products that are harmful. 

But that is nothing against adver- 
tising. Advertising can be turned to 
good uses. When it is used to help 
members get the most good out of 
their. credit union, it is socially val- 
uable. Feeble advertising, uninterest- 
ing headlines won’t do the job. 
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Co-op Radio Program Starts 

A series of. radio broadcasts spon- 
sored by the Cooperative League of 
the USA will hit the air for the first 
time Sunday afternoon, October 11 
The schedule calls for thirteen weeks 
Twenty-five stations will give the pro- 
gram national coverage. The stations 
over which the program may be heard 
are WJSV, Washington, D.C.;: WHDH, 
Boston, Mass.: WELI, New Haven, 
Conn.; WQXR, New York City; 
WTRY, Troy, N.Y.; WSYR, Syracuse, 
N.Y.; WFIL, Philadelphia, Pa.; 
WORK, York, Pa.; KDKA, Pitts- 
burgh, Pa.; Akron, to be announced; 
WHKC, Columbus, Ohio; WING, Day- 
ton, Ohio: WSPD, Toledo, Ohio; 
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BUY WAR BONDS 


“Make Every Market Day BOND Day” 





Get These Posters 
To Help Sell Bonds! 


The War Savings Staff is producing 
a stream of magnificent posters ad- 
vertising War Bonds. Credit unions 
that are selling bonds and stamps 
should keep in touch with the new 
posters. The State Administrator of 
the War Savings Staff can supply vou 
with whatever you need 

Also available are instruction man- 
uals on operating pay-roll deductions 
plans, pay-envelope inserts, lapel but- 
tons, window stickers and numerous 
pamphlets and folders. 

Several regular publications wil! 
keep you posted on developments on 
the War Bond front: The Minute Man, 
War Savings Staff News, Pay Roll 


Savings News, etc 


WIND, Gary, Ind.; WTMJ, Milwau- 
kee, Wis.; WTAQ, Green Bay, Wis.; 
WCCO, Minneapolis, Minn.; WEBC, 
Duluth, Minn.;: WHLB, Virginia, 
Minn.; WMFG, Hibbing, Minn.: 
WDAY, Fargo, N.D.; WNAX, Yank- 
ton, S.D.; KGNC, Amarillo, Texas; 
KHQ, Spokane, Wash.; KGW, Port- 
land, Ore. 


New Credit Unions 
In August 

Forty-one new credit unions have 
been reported organized during Au- 
gust in the United States. By states: 
Alabama, 1; California, 3; Colorado, 1; 


Connecticut, 1; District of Columbia, 
1: Florida, 1; Georgia, 1; Illinois, 6: 





LETS FLY THIS FLAG 


Don't Let That Shadow Touch Them 


Foy WAR BONDS 


Indiana, 2; Kentucky, 1; Louisiana, 7: 
Maryland, 1: Minnesota, 2; Missis- 
sippi, 1; Missouri, 2; Nebraska, 1: 
North Dakota, 1; Ohio, 1; Oregon, 1: 
Pennsylvania, 1; Utah, 1; Virginia, 1: 
Washington, 2: Wisconsin, 1. 

A net gain of 17 League affiliations 
was reported for the month. 





New Ruling in Colorado 

Credit unions in Colorado may now 
open joint tenant accounts for mem- 
bers according to a ruling approved 
by the state bank commissioner and 
attorney general. The League will 
soon have agreement forms for use 
in this operation. 
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Encouraging Thrift 


With the aid of life savings insurance 


By Earl Rentfro 
Manager CUNA Mutual Insurance Society 


LMOST without exception, every 
credit union is eventually con- 
fronted with a universal prob- 

lem: too many members stop their 
savings program at five dollars or less. 

Saving for a rainy day has always 
been an unromantic, dull chore. Even 
now, when money is “easier,” it has no 
more appeal than before. A credit 
union officer does not have to be an 
old-timer to know that too many 
members save too little. As a result, 
a small percentage of the members 
own most of the shares. A _ recent 
check in one credit union, a group now 
seven years old with 347 members and 
of $39,000, disclosed that 51 
members had invested five dollars or 
less, while 13 had invested over $1,000 
each. 

Credit unions also find that some 
members save only spasmodically. 
Lacking a defined thrift program, they 
use the credit union as a temporary 
depository, putting money in and 
drawing it out as if it were merely an 
extra pocket. 

This helps neither the members nor 
the credit union. The member is ac- 
cumulating no backlog, and the credit 
union must keep its funds sufficiently 
liquid to take care of unexpected 
withdrawals. 

To make the fullest use of the credit 
union, the member should make up his 
mind to lay aside in the credit union 
a fixed sum every payday. To pre- 
serve his savings, he should leave 
them intact and borrow in emergen- 
cies. Where loans and savings are in- 
sured through CUNA Mutual, the ad- 
vantages of this procedure are doubly 
evident. 

Many credit unions are familiar 
with the benefits of loan protection, 
but perhaps fewer have recognized the 
value of life savings insurance in the 
promotion of thrift. This type of in- 
surance, which pays to the estate of 
a deceased member an amount equal* 
to the sum of his shares, is in reality 
a form of low-rate life insurance. It 
is not, of course, intended to supply 
all the coverage a man needs: far from 


assets 


*Up to age fifty-five. After that, the insur- 
ance coverage is scaled gradually downward, as 
described in a later paragraph. 
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it. But it is useful as a small supple- 
mentary policy, of the type often pur- 
chased to take care of minor expenses 
at the time of death. An extra two 
hundred dollars, to the widow of a 
man who has died leaving two hun- 
dred dollars deposited in his credit 
union, often comes in extremely 
handy. 

This is generally recognized. There 
are now 712 credit unions giving their 
members this service. Their com- 
ments and the steadfastness with 
which they cling to the program, once 
started, indicate that they find life 
savings insurance very useful indeed. 
Apparently they have found that their 
members readily respond to the offer 
of a dollar’s worth of insurance for 
each dollar saved. 


HIS insurance is, of course, not 

free to the members. The cost 
comes out of credit union earnings. It 
is a service to members, for which the 
members pay. But it is basically co- 
operative in concept: a cooperative 
has been defined as an association for 
mutual benefit rather than for profit. 
Dividends may be paid to members in 
many ways: as cash or in the form 
of services. Preoccupation with a 
cash dividend, to the neglect of many 
possible services, makes a _ credit 
union less cooperative, less human, 
less social. It is clear from wide credit 
union experience that life savings in- 
surance is a greater incentive to thrift 
than high dividends; in a true credit 
union, the obligation to all the mem- 
bers demands that everything possible 
be done to encourage members in the 
habit of thrift. If life savings insur- 
ance is the most effective encourage- 
ment of thrift, then a credit union’s 
duty is plain. 

Credit unions that have adopted the 
life savings plan have found it not 
only an extraordinary service to mem- 
bers but a stabilizer of credit union 
assets. The three purposes of CUNA 
Mutual Insurance Society in introduc- 
ing the plan are: 

1. To encourage members to save 


consistently during their productive 
years. 


2. To stabilize assets by making it 
worth while to members not to with- 
draw savings. 

3. To provide cumulative insurance, 
increasing with every dollar saved. 

The schedule of benefits provides 
that the maximum amount of indi- 
vidual coverage is $1,000. Benefits 
within that limit are determined by 
the age of each member on the date of 
the agreement: members who have 
not attained the age of 55 are entitled 
to 100 per cent on insurable savings 
balances; members between 55 and 59 
are entitled to 75 per cent; between 60 
and 64 to 50 per cent; between 65 and 
69 to 25 per cent. Additional savings 
by members after the agreement is 
effected come under the same sched- 
ule: in other words, as the member 
passes from one age classification to 
another, the amount of insurance he 
gets on his new savings declines, but 
old savings retain the original cover- 
age. 

Savings of members of 70 years o1 
older are not included. 

If savings are made consistently in 
a credit union, the following schedule 
shows the results, assuming a dividend 
rate of 3 per cent compounded an- 
nually and assuming that all savings 
are made before age 35. 


SCHEDULE I 
SAVINGS $2.00 PER MONTH 
End of 
Year Savings Insurance 
1 $ 24.28 $ 24.28 
2 49.32 49.32 
3 75.13 75.13 
4 101.71 101.71 
5 129.08 129.08 
10 278.84 278.84 
15 452.53 452.53 
20 653.77 653.77 


SCHEDULE II 
SAVINGS $5.00 PER MONTH 


End of 

Year Savings Insurance 
1 $ 60.98 $ 60.98 

2 123.77 123.77 

3 188.36 188.36 

4 254.90 254.90 

5 323.39 323.39 

10 698.24 698.24 
15 1,133.21 1,000.00 
20 1,637.46 1,000.00 


The Life Savings Plan is available to 
every credit union that uses either the 
AA or AA-WD Plan for Loan Pro- 
tection. The credit union applies for 
coverage and pays for it out of earn- 
ings at the rate of .00065 times the 
total amount shown in the financial 
statement under shares and deposits. 

The payment of over 12,000 claims 
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by the CUNA Mutual Insurance 5So- 
ciety has disclosed that the life insur- 
ince programs of average credit union 
members are pitifully inadequate. In 
too many instances there was no life 
insurance at all, and in others there 
was not enough to take care of imme- 
diate demands caused by the death of 
the wage-earner, to say nothing of 
what should have been provided for 
the dependents to help them adjust 
themselves to new living standards. 
Life savings insurance is not going 
to support any deceased member's 
family for long. But it will help in the 
family adjustment, and in many cases 
it, will be the only help the family will 
vet. While it should not be considered 





a substitute for a full insurance pro- 
gram, its value has proved to be very 
real in many cases. 

All this is well summed up by one 
credit union treasurer: 


“This sort of situation, with the co- 
operative solution worked out through 
CUNA Mutual, demonstrates once 
again the value of group action in 
dealing with financial problems that 
would ruin the individual. 


“This object lesson will bring home 
to committee members, the board of 
directors and the individual members 
of the credit union, the power of the 
small local groups when banded to- 
gether on a national scale.” 


Speaking of Thrift: 
Here’s why $20 in your credit un- 


ion gives you more _ security 


than $500 under your mattress 


EW things change so rapidly in 
value as money. 


A bottle of milk, a pork chop, a 
loaf of wholewheat bread—we always 
know about how much value there is 
in these things. We always know 
roughly how much food we will need 
to keep us alive next year. 

But we never know how much food 
our money will buy a year from now 
A dollar today may buy eight pork 
chops; next year it may buy twelve 
or four. 

This makes thrift a difficult subject 
No matter how you save money, 
whether in your credit union, in life 
insurance or under your mattress, you 
don’t know how much it’s going to be 
worth when you need it. You may put 
five hundred dollars under your mat- 
tress now; when you take it out next 
year, it may be worth two hundred 
dollars. You would have been better 
off buying five hundred dollars worth 


Prizes for Organizing 

A prize for volunteer organizers and 
a prize for the credit union league 
with the best organizing record were 
established by the September meeting 
of the CUNA Executive. Committee. 

The prize for volunteer organizers 
is to be awarded to “that volunteer 
organizer who between now and 
February 28 forms the largest number 
of credit unions for each thousand of 
population in the vicinity in which 
he lives.” It will be a hundred-dollar 
War Bond. 

A plaque or cup will be awarded 
to the State league which between 
now and February 28 produces the 
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of furniture. 

In other words, money is more de- 
pendable today than in the remote fu- 
ture. The further you postpone the 
use of money, the more risk you are 
taking. Money is very efficient as a 
medium of exchange today; it is not 
very efficient as a storehouse of value 
for tomorrow. 

If you are smart, you take this into 
account when you are planning your 
savings. You realize that it is foolish 
to deny yourself good things today for 
the sake of having possibly 59 per cent 
of your money in twenty years. You 
realize that some things retain their 
value better than money. For a farmer, 
the problem may be less complicated: 
money invested in the farm is less 
likely to lose its value than money 
under the mattress. But for the ordi- 
nary wage-earner, the problem is 
tough. 

Maybe your money would be worth 


largest number of credit unions per 
million of population. The trophy will 
become the permanent possession of 
the league that wins it three consecu- 
tive years. 


Abbott and Costello 
Visit Credit Union 


On a War Bond tour through Iowa, 
the comedy team of Abbott and Cos- 
tello stopped in Waterloo. Their first 
local visit was at the Rath Packing 
Company to pick up a check from 
Credit Union Treasurer Ralph Morris 
for $25,012. This credit union, with 
assets of $400,411.86 has now invested 
$75,000 in bonds. 


more to you invested in some kind of 
education—some training for work 
that would pay you better or see you 
through a period of unemployment 
Maybe it would be worth more to you 
if you spent it on your health. Maybe 
you have a hobby that will pay you 
dividends if you buy better equip- 
ment. Maybe it would be wise for you 
to buy a house. 

All these things depend on the in- 
dividual case. But one thing is cer- 
tainly true: there are a lot of ways ot 
investing money besides putting it 
away, and many of them are better 
The experts all agree on this. 

“The only intelligent basis tor a 
personal financial policy,” says David 
F. Jordan in his book Managing Per- 
sonal Finances, “must be the efficient 
spending of money. . . . The general 
belief that spending makes one poorer 
and saving makes one richer is true 
only to the extent that property and 
wealth are measured in terms of 
money. Such measurement is inde- 
fensible. Those people are poor, re- 
gardless of their dollars, who value 
money as the most precious of their 
assets and who deprive themselves of 
innumerable things that might add to 
their comfort and enjoyment or 
broaden their knowledge and make 
them more useful citizens. . . . In more 
ways than one, saving can make a per- 
son poorer and spending can make a 
person richer. 


*“*PT*HE best investment that people, 

especially young people, can 
make is in themselves. Money spent 
to improve oneself is money saved in 
the most secure of all banks... . 

“For an indefinite period ahead, it 
would now appear that the American 
dollar will not be a monetary unit of 
dependable stability, but will be sub- 
ject to change in value... . Financial 
plans should be made with a reason- 
able allowance for such a _ contin- 
gency.” 

Thrift, then, means a lot more than 
saving money. It means spending it 
wisely. It means getting the most for 
your money. It means that you don’t 
take on a burden of debt when prices 
are high and pay it off when prices 
are low. 

If saving money is not very depend- 
able security for the future, what is? 
We can say, at the very least, that 
membership in a credit union is. 
Credit union membership gives you 
vastly greater resources to draw on 
Having the credit union to fall back on 
means that you can afford to spend 
wisely now; that you need not rob 
yourself of opportunities today out of 
fear of the future. Borrowing from 
your credit union is often the wisest 


kind of thrift. 
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Our Changeable Money 


ONCE jokingly asked my dentist 

—at a time when people were 

complaining about “the high cost 
of living’—whether the cost of gold 
for dentistry had risen. To my sur- 
prise he took me seriously and sent 
his clerk to look up the figures. She 
returned and said: “Doctor, you are 
paying the same price for your gold 
that you always have.” 

Turning to me the dentist said: 
“Isn’t that surprising? Gold must be 
a very steady commodity.” 

“It’s exactly as surprising,” I said, 
“as that a quart of milk is always 
worth two pints of milk.” 

“I don’t understand,” he said. 

“Well, what is a dollar?” I asked. 

“I don’t know,” he replied. 

“That’s the trouble,” I said. “The 
dollar is approximately one-twentieth 
of an ounce; there are, therefore, 
twenty dollars in an ounce of gold, 
and naturally an ounce of gold must 
be worth $20.* The dollar is a unit of 
weight, just as truly as the ounce. It 
is a unit of weight masquerading as a 
stable unit of value, or buying power.” 

If we were to define a dollar as a 
dozen eggs, thenceforth the price of 
eggs would necessarily and always be 
a dollar a dozen. Nevertheless, the 
supply and demand of eggs would 
keep on working. For instance, if the 
hens failed to lay, the price of eggs 
would not rise, but the price of almost 
everything else would fall. One egg 
would buy more than before. Yet be- 
cause of the Money Illusion, we would 
not even suspect the hens of causing 
low prices and hard times. 

Your dollar now is not the dollar 
you knew before the war. The dollar 
seems always to be the same but it is 
always changing. It is unstable. So are 
the British pound, the French franc, 
the Italian lira, the German mark, and 
every other unit of money. Important 
problems grow out of this great fact— 
that units of money are not stable in 
buying power. 

We simply take it for granted that 
“a dollar is a dollar”—that “a franc is 
a franc,” that all money is stable, just 
as centuries ago, before Copernicus, 
people took it for granted that this 
earth was stationary, that there really 
was such a fact as a sunrise or a sun- 
set. We know now that sunrise and 

*This was written before the dollar was devalu- 


ated in 1934; the price of gold is now, of course, 
$35 an ounce. 
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By Irving Fisher 


(This article is taken from Professor 
Fisher’s book, The Money Illusion, 
Adelphi Company, New York.) 


sunset are illusions produced by the 
rotation of the earth around its axis, 
and yet we still speak of, and even 
think of, the sun as rising and setting! 

Almost every one is subject to the 
Money Illusion in respect to his own 
country’s currency. This seems to him 
to be stationary while the money of 
other countries seems to change. It 
may seem strange but it is true that 
we see the rise or fall of foreign money 
better than we see that of our own. 

Now, the human significance of 
money to any person depends prin- 
cipally on two things: (1) how many 
dollars of income he gets; and (2) 
what each of those dollars will buy. 
His real income is the product of 
these two factors. It is the buying 
power of one dollar multiplied by the 
number of dollars in his income; that 
is, it is the buying power of that in- 
come taken as a whole. 


VIDENTLY, if a man who former- 
ly got $2,000 a year now gets 
$4,000, while the prices of all things he 
has to buy are also exactly doubled, he 
is no worse off and no better off than 
before. His present-day dollar buys 
only half of what his former dollar 
bought; but, as he has two dollars for 
every one he had before, his real con- 
dition has not changed. 

The high cost of living, which 
alarmed many people before and dur- 
ing the World War, was actually ac- 
companied by a corresponding higher 
average of money incomes, and there- 
fore did not mean, as those people 
imagined, any great progressive im- 
poverishment of the nation. Nor did 
the depression of 1921 mean, as was 
then (and still is) commonly thought, 
that there was an over-abundance of 
products (a surplus of the stream of 
goods). 

But if we grant that price move- 
ments are chiefly movements in the 
value of money, the question natur- 
ally arises: What of it? The money 
yardstick changes but the thing meas- 
ured does not greatly change. What 
harm can there be if prices double 
simply because money is plentiful and 
not because goods are scarce? We use 
twice as many dollars to buy things 
with simply because we have twice 


as many dollars to use. Is this not 
merely, or chiefly, a matter of book- 
keeping? How, then, can it be of any 
real importance? 

It would, indeed, be of no impor 
tance if everybody’s income were ad- 
justed to the change in prices. But 
this is not and cannot be the case. 


XTREME examples are always the 

clearest. The story is told of a 
Polish clothier, deciding to retire from 
business, who sold his 100 suits of 
clothes for 100,000 Polish marks and 
invested the proceeds in a “secure” 
three-year mortgage at 6 per cent, 
thus receiving 18,000 Polish marks in 
interest and the safe return of his 
100,000 Polish marks of principal at 
the end of three years. But this whole 
118,000 Polish marks would then buy 
only one suit of clothes! Nominally 
he had received 6 per cent interest. 
Actually he had lost practically all, 
interest and principal alike. 

A famous professor at Berlin had 
made a small fortune from the sale 
of his books. He invested it in so- 
called “safe” bonds with the expecta- 
tion of living on the income. At the 
end of the inflation period he found 
that his whole fortune, the accumula- 
tion of a life-time of hard work, would 
not buy a postage stamp! Yet the 
bonds were not defaulted. He was 
ruined, not because the promise to 
pay was not fulfilled, not because 
goods became scarce and therefore 
dear, not because his judgment was 
bad; but because inflation depreciated 
the mark in buying power almost to 
zero. 

In the city of Budapest a benev- 
olent woman founded a genteel poor- 
house for just such victims of inflation. 
When a friend of mine visited that 
poorhouse he was shown into a little 
hall bedroom, with one small iron 
bedstead for two people, a dry-goods 
box for a washstand and on that a tin 
wash basin. There, he was told, lived 
two judges of the highest court who 
had invested their savings in bonds 
and other “safc” securities. Currency 
depreciation had reduced the buying 
power of their once ample incomes to 
practically nothing. They had become 
objects of charity. 

Millions of European savings bank 
depositors had their life savings swept 
away. Because of the Money Illusion, 
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few had the understanding to with- 
draw their deposits in the early stages 
of inflation, and, had they done so, 
still fewer would have known how to 
reinvest them wisely so as to profit by 
the price movements. 

In many countries of Europe the in- 
flation during and after the World 
War literally ruined millions of mid- 
dle class investors who had invested 
in bonds; they were the creditors and 
lost practically their whole principal 
by the fall of the German mark, the 
Polish mark, the Russian ruble, and 
the Austrian crown. These investors 

including teachers, lawyers, judges, 
clergymen, physicians, clerks, deposi- 
tors in savings banks, the small hold- 
ers of bonds, the recipients of life 
insurance money—have now come to 
be called “the new poor of Europe.” 
Some of these, who had every reason 
to expect to retire in comfort, are now 
day laborers, doing anything at all to 
scrape together a bare subsistence in 
their old age. 


N Austria a striking example was 
found by another economist, Pro- 

fessor James Harvey Rogers. A bank, 
as is not unusual in that country, had 
possession of a number of paper mills. 
Not wishing to be called a “profiteer,” 
this bank adopted a mechanical sys- 
tem of charging. Beginning with the 
raw material, the wood pulp, which 
was paid for in Austrian crowns, the 
manager added a fixed ten per cent for 
one expense, then fifteen per cent for 
another, and so on, thus building up a 
cost structure until a “fair price” was 
worked out for the finished product. 
According to their books these mills 
were making profits. 

One day one of the mills burned 
down and the manager was forced to 
sell the stock of wood pulp on hand 
before it had been manufactured into 
paper. Between the time when he had 
bought that wood pulp and placed it 
on inventory at cost price, and the 
time of sale, after the burning of the 
mill, there had been such a deprecia- 
tion of the crown that the price of 
wood pulp, along with everything else, 
had “gone up” enormously. Accord- 
ingly, when the wood pulp was sold, 
it was found that, by the books, the 
mill which had burned down had 
made larger profits than any of those 
which had remained in operation! 
The truth was simply that they had 
lost all around, but that the loss was 
less on the unmanufactured pulp than 
on the manufactured paper. They had 
failed to translate their accounts into 
buying power; they had reckoned in 
terms of the crown as if it were fixed 
and stable, whereas it was unfixed and 
unstable. 

Even America has not escaped these 
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evils. A workingman who, in 1896, had 
put one hundred dollars into a savings 
bank found, in 1920, that his principal, 
plus compound interest at 4% per 
cent, amounted to about three hun- 
dred dollars. On the face of it he had 
his principal back and in addition $200 
of profit, or accumulated interest. This 
$200 seemed a genuine reward of 
thrift. But it was an illusory profit, 
due to a sort of bogus accounting in 
terms of a varying dollar. 

When our American depositor came 
to spend his $300 in 1920 he found 
prices nearly four times as high as 
they had been in 1896; consequently 
his entire accumulation of $300 would 
buy only about three-quarters as 
much as his original $100 would buy 
in 1896. He would have come off better 
if he had spent his hundred dollars 
in 1896. If he had turned his $100 into 
furniture, jewelry or some other rep- 
resentative commodity in 1896 and 
simply held that commodity until 1920, 
he would have had the use and benefit 
of it during all that period, together 
with a big advantage over the man 
who saved; for this commodity would 
have “appreciated” about four fold. 
As it was, his only reward of thrift 
was punishment. He had really lost, 
not only his interest, but also part of 
his principal. 

Before 1896, Hetty Green and Rus- 
sell Sage had made fortunes by loan- 
ing at low rates of interest. Had they 
tried this during the period between 
1896 and 1920 they would have had 
their labor for their pains, much 
worry and no profit. At the end of that 
time they would have been poorer 
than at the beginning. 

Suppose Sage had started with a 
million dol'ars in 1896, investing it at 
4'2 per cent interest, reinvesting year 
after year; he would have been in ex- 
actly the same situation as the savings 
bank depositor, only on a larger scale. 
He would have had $3,000,000 in 1920 
dollars; but this would be equivalent 
only to $800,000 in 1896 dollars. In that 
period all thrift or saving, by rich and 
poor alike, was not rewarded but pe- 
nalized. 


UST as the Money Illusion hides 

the distinction between money 
wages and real wages, so it hides a 
distinction between money interest 
and real interest. The rate of interest 
in terms of money and the rate of in- 
terest in terms of commodities are not 
the same unless we have a stable price 
level. If the price level rises 1 per cent 
per annum, a 5 per cent rate of interest 
in terms of money is really a 4 per 
cent rate in terms of what money buys. 
If prices are falling 1 per cent, the 
nominal 5 per cent is really 6 per cent. 

During the period 1896 to 1920 the 


real rate of interest was wiped out, as 
we have seen. It was less than nothing. 
But in 1921 in a period of deflation 
real interest rose as high as 60 per 
cent. That is, in brief, why a certain 
well-known American millionnaire, 
who was caught in debt, lost nearly his 
whole fortune of $150,000,000. 

In this same period the farmer suf- 
fered, and, as we all know, his suffer- 
ings are not yet over. Our tricky dollar 
had turned the tables on him com- 
pletely. During the period of infla- 
tion and rapidly rising price level our 
farmers, lured by the hope of large 
profits and urged by patriotic pleas to 
win the war with wheat, corn, hogs, 
and beef, increased the acreage and 
the yield of farm crops far beyond the 
peace-time normal. Many farmers 
were induced to buy land at prices 
proportionate to the temporarily 
swollen profits. All this overstimula- 
tion of production was bad; the over- 
stimulation of speculation in land 
values was still worse. But these evils 
could have been met and overcome 
without disastrous consequences had 
the inflated prices been left approxi- 
mately at the mountain high level of 
1920. 


UT deflation followed. Farmers 

who had extended cultivation on 
the basis of $2.50 wheat now found 
they were unable to sell even at $1.00 
per bushel, although one-half the 
world was hungry for wheat and per- 
haps one-tenth of the whole popula- 
tion was suffering from famine. Those 
farmers who through the urge of pa- 
triotism or profits had purchased farm 
lands at topnotch prices were unable 
to meet their notes. They lost, not only 
the land they had recklessly purchased 
“on margin” but all the payments 
they had made thereon. 

But this is only the beginning of the 
story. Thousands of banks took over 
scores of thousands of farms, not be- 
cause they wanted them, but because 
they were all the banks could get upon 
the loans advanced to farmers. Hun- 
dreds of these banks failed and bank 
failures, in turn, caused failures of 
manufacturing or merchandising es- 
tablishments. 

To illustrate how, as between stock- 
holders and bondholders, this lottery 
works, consider a company which, 
say, before the War in 4913 had out- 
standing a hundred million dollars of 
bonded debt and a hundred million 
dollars of stock. Each yields five per 
cent, five million dollars, so that, be- 
fore the War, the corporation distrib- 
uted between these two classes of in- 
vestors, bondholders and stockholders, 
ten million dollars. This, for conveni- 
ence, will be called profit. Let us now 
see what happens if the buying power 
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of the dollar is cut in two, that is, if 
the price level doubles (which it ac- 
tually did between 1913 and 1919). 
Suppose then, that this company did 
the same physical volume of business 
after the War as it did before, but at 
the doubled price level. It would then 
have doubled the profit—in dollars. 
For, if the expenses double and the 
receipts double, the difference be- 
tween the two must also double. The 
profit would thus be twenty million 
dollars instead of ten million dollars. 
But while nominally this twenty mil- 
lion of profit would be double the 
original ten million, in real value it of 
course would merely be its equivalent. 


OW this twenty million dollars 
would not be distributed evenly 
between bondholders and stockhold- 
ers, as the ten million had been! Why? 
Because the bondholders are re- 
stricted by contract to their five per 
cent. They will get, out of the twenty 
million, the same five million as before 
—the same, that is, nominally, but in 
real value only half. What is left out 
of the twenty million (fifteen million 
dollars) will now go to the stockhold- 
ers. Nominally, then, the stockholders 
will get three times what they did 
before the War, but when we allow for 
the dollar having been depreciated 
one-half, what they really get is one 
and one-half times as much value. 
Thus the stockholders get more real 
value than before the War, while the 
bondholders get correspondingly less. 
Inflation, quite impersonally, if you 
please, has picked the pockets of the 
bondholders and put the value into the 
stockholders’ pockets, simply by the 
change in the value of the dollar. 
Suppose, now, that the wind blows 
the other way. Then the exact oppo- 
site happens. Prices are, let us say, cut 
in two by deflation and the com- 
pany’s expenses and receipts are both 
cut in two. It follows that the profits 
will also be halved. Hence the com- 
pany will distribute not $10,000,000 
but $5,000,000. (Of course, the $5,- 
000,000 at this lower price level, is 
worth just as much as the $10,000,000 
before.) But this $5,000,000 will not 
be evenly divided between stockhold- 
ers and bondholders; for, under their 


contracts, the bondholders are entitled 


to five per cent. They will therefore 
take the entire $5,000,000, leaving 
nothing at all for the stockholders. 
The company is on the verge of bank- 
ruptcy. If the process goes much fur- 
ther a receivership follows. The blame 
would be attributed to the manage- 
ment; but it would be the robber dol- 
lar that had done the harm. 

The extent of this subtle impersonal 
robbing, or transfer of values from 
creditors to debtors through inflation 
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or the reverse through deflation, is 
enormous. Professor Willford I. King, 
of the National Bureau of Economic 
Research, one of the best American 
statisticians, estimated that, in the 
United States alone, where the evil 
of unstable money had been incom- 
parably less than in many other coun- 
tries, there has been this sort of pick- 
ing of the pockets of one set of people 
for the advantage of another to the 
tune of sixty billions of dollars, and 
this within a period of only half a 
dozen years (1914-1920). All of this 
robbery was legal though contrary to 
the principles of essential right as laid 
down by the Constitution of the 
United States and the courts of the 
land; it was property taken without 
due process of law. 

Suppose there should be a sixty 
million dollar bank robbery; an ac- 
count of it would be on the front page 
of every newspaper. Yet this sixty 
billion “robbery” by inflation—one 
thousand times as great—was so 
subtly accomplished that it was not 
generally recognized when it hap- 
pened and is not recognized now. 
Were it not for the Money Illusion, 
the losses and gains of these prodi- 
gious sums would be known and the 
reasons for them clearly understood. 
A legislative bill of complaint would 
be filed by persons whose property 
had been confiscated, restitution de- 
manded and the mischievous dollar 
corrected, or else there would be 
protests, riots and rebellion. 


ONETARY depreciation (rising 

price level) stimulates, and 
monetary appreciation (falling price 
level) depresses business. The reason 
is simple. When producers get higher 
prices they do not, at first, have to pay 
correspondingly higher costs; for 
instance, wages and salaries do not 
rise so fast, being fixed by contract 
for months or years in advance. Much 
less do they, at first, have to pay 
higher rent and interest. Such lag- 
ging of important expenses usually 
involves a lagging of total expenses 
behind total receipts. Consequently, 
profits, the excess of receipts over ex- 
penses, tend at first to increase. Con- 
versely, a falling price level dimin- 
ishes profits. 

Now the profit-taker is the captain 
of industry on whose decision de- 
pends the rate of output. Hence it 
follows that, when the price level 
rises and profits increase, industry is 
expanded and business booms; but 
when profits decrease, industry is con- 
tracted and business is depressed. 

The profit-taker thus follows the 
profit motive, but, even while doing 
so, he is likely to be misled by the 
Money Illusion. For instance, during 


inflation the cost of raw materials and 
other costs seem to be lower than they 
really are. When the costs were in- 
curred the dollar was worth more than 
it is later when the product is sold, so 
that the dollars in the original cost 
and the dollars in the later sale are 
not the same dollars. The manufac- 
turer is deceived just as were the 
Austrian paper manufacturers who 
thought they were making profits. 
Many a manufacturer has been lured 
by such apparently high profits into 
expanding his output and extending 
himself in debt, only to find, as soon 
as the tide turned, that he was ruined 
by his over-expansion. 

This is simply one more example 
of the confusion created by an ever- 
changing dollar and the consequent 
falsification of a business man’s ac- 
counts. In general, the effect of the 
unstable dollar is to expand business 
unduly during inflation and to con- 
tract it unduly during deflation. Thus 
business staggers as the dollar stag- 
gers. 


¢ the United States and England, 
the deflation of 1920-21 threw mil- 
lions out of work. Unemployment be- 
came the mother of revolutionary un- 
rest. In England a second deflation 
was brought about in 1925-26 in order 
to bring the British pound back to the 
gold basis, at the old ratio of $4.86 24 
to the pound sterling. Again came 
unemployment, labor discontent, and 
with this condition the greatest strike 
in England’s history. The British 
Home Secretary estimated the cost of 
the strike at two billions of dollars— 
“a loss greater even than that of the 
South African War.” Of course, other 
causes were involved ir. the loss; but 
deflation was a powerful factor, and 
all the greater because hidden from 
view by the Money Illusion. 

The interests of labor, especially, lie 
in the stabilization of the monetary 
unit. The laborer is the victim not 
only of unemployment caused by de- 
flation but also of the high cost of 
living caused by inflation. Some other 
classes have a chance at least of 
temporary benefit from either an up- 
swing or a downswing of prices; but 
the laboring man, handicapped eco- 
nomically and otherwise, is the most 
helpless member of society in the face 
of these conditions. 

It is true that when prices are rising 
he usually finds it easy to get and 
keep a job, but he finds it more diffi- 
cult than ever to get and keep a liv- 
ing wage. His money wages almost 
always lag very considerably behind 
the rising cost of living. 

When, on the other hand, the price 
level is falling the wage earners who 

(Continued on page 236) 
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The business windows of the Cudahy Broth 

ers Credit Union, with three officers awaiting 

the payday rush. Left to right: President 

Charles E. Lorum. Treasurer Floyd A. Fuller. 

Assistant Treasurer Clarence Callies. Note 
the small change banks up aloft. 





—Photos by Harry Jeffers 


This Credit Union Has a Library 


Some of the reading material kept on hand 

for the members’ convenience and instruc 

tion. Note Credit Union North America, THE 

BRIDGE, and the Public Affairs Committee 

pamphlets. This credit union subscribes to 
the entire Public Affairs series. 
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The Cudahy Brothers Credit Union, Cudahy, Wisconsin, maintains a 
library of credit union and related material for the benefit of its mem- 
bers, who number 1,800. These pictures give a good idea of how the 
publicity and educational committee works. 

The credit union has had a fine experience with loans for coal, says 
Homer J. Martindale, chairman of the committee. A postcard reminding 
members of the necessity for early coal purchasing brought in this re- 
sponse: March—18 loans, $1,371; April—23 loans, $1,389; May—26 loans, 
$1,423; June—21 loans, $1,238; July—29 loans, $1,936. 
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The credit union bulletin board bears four 

posters, a picture of Filene, the current state- 

ment, photographs of members in service 
and the latest on Regulation W. 


Member Charles Lorum, machinist, withdraws 

a copy of Bergengren’s Credit Union North 

America trom the library, assisted by library 
custodian Virginia Rogers. 


CUDAHY BROTHERS 
co 
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WHAT ABOUT IT? 


Members in Service 

Question (From North Carolina): 
We of The Champion Credit Union 
have a problem which we are certain 
faces every credit union in the nation 
at this time. Now that loans to men 
in the armed forces are frozen, what 
is the proper attitude to take in regard 
to a fair interest rate, or shall any be 
charged on such loans? Our Board of 
Directors have two schools of thought, 
both full of realism and sentiment, 
which may be expressed as follows: 

1. That we should divide such loans 
into three groups: 

(a) Charging no interest on loans 
under $100.00. These loans are made 
largely to men of small income who 


really needed help for sickness or 
debts. 
(b) Charging a very low interest 


rate, not to exceed that received from 
War Bonds of Series “G,” on loans 
between $100.00 and $250.00. These 
loans were made in general for provi- 
dent purposes and if they had not been 
made the money would have been in- 
vested in War Bonds. 
(c) Charging 4 to 6 per cent inter- 
on loans above $250.00 as these 
loans were for property purchase or 
improvement on the whole and give 
benefit to those holding same while the 
service man is away. 

2. The service man has been called to 
luty at a considerable sacrifice finan- 
cially, in physical comfort and spiritual 
welfare not to mention the possibility 
f his not returning; therefore, it is a 
small thing for us to do to forget inter- 
est and charge nothing for fhe dura- 
tion, picking up again when the man 
resumes civilian status or equivalent. 

One more problem—we passed a 
rule two years ago stating that interest 
stopped on a loan when the endorser 
was forced to pay the loan off. We 
have felt that payment of the loan was 
penalty enough on the endorser, espe- 
cially if there were a considerable 
lapse of time between the borrower’s 
last payments and the endorser’s start. 

So far we have never charged off a 
loan, although I have heard 
you say that that is a sign of 


est 


By Tom Doig 


Please advise us on these two in- 
teresting and, we feel, very important 
problems. 

We are keeping our idle money busy 
for Uncle Sam, having $70,000.00 in 
War Bonds now and will continue to 
buy if surplus money continues to 
pile up. 


Answer: At the last meeting of the 
Board of Directors of the Credit Union 
National Association the members of 
the Board decided that it would be the 
policy of the Credit Union National 
Association to recommend to credit 
unions that all interest on loans due 
the credit union from men who enter 
the military service shall be waived 
for the period of such service. This 
is the considered opinion of 114 credit 
union leaders gathered from all over 
the United States, and I think that in- 
so far as possible credit unions should 
follow this advice. Incidentally, Fed- 
eral credit unions are not permitted 
to waive interest but may reduce the 
interest charge if the borrower has 
entered military service. 

Should it prove impossible for you 
to waive all interest on all loans out- 
standing to men in military service, 
then I think the plan which you out- 
lined in items (a), (b), and (c) of 
your letter is the next best choice. 

We feel that the soldier is sacrificing 
a great deal and that the least we can 
do is to declare a moratorium on his 
loan and waive all interest charges 
during the period of his service. 

I agree also with the rule passed by 
your credit union two years ago co the 
effect that interest is stopped on a 
loan when the endorser is forced to 
pay the loan. It seems to me that if 
the endorser pays the principal sum, 
that is burden enough. It is unneces- 
sary for us to extract from him a 
profit 


Renewals and Consolidation 

Question (From Tennessee): lama 
new recruit on the Credit Committee 
and some phases of Regulation W are 


a trifle vague to me. I am still in doubt 
as to whether or not under these regu- 
lations an existing obligation may be 
renewed with an additional amount of 
credit. That is to say, assuming that a 
borrower has an existing obligation 
amounting to $50.00, upon which he 
has paid $25.00. He now wishes to 
cancel this note and issue a new note 
for $59.00, thus increasing his obliga- 
tion $25.00. Now, our question is this: 
Can the note be so revised, and, if so, 
must it still be held within the ma- 
turity limitation of the original note, 
i.e., 15 months from date of the first 
note? 

Our interpretation of the regulations 
and your letter is that such a note can 
only be so revised provided it comes 
within the scope of “Loans Exempt 
Under Certain Conditions”; that all 
other loans falling without the scope 
of this paragraph (Loans Exempt 
under Certain Conditions) are subject 
to the 15 months’ limitation. 


Answer: There is no prohibition of 
renewals in Regulation W. A renewal 
of an existing loan together with a 
new advance of credit is known as a 
“consolidation” so far as Regulation W 
is concerned. The only requirements 
which such a consolidation must meet 
are that the payments (not less than 
five dollars) per month must be ai 
least as large as the payments on the 
obligation or obligations being con- 
solidated and the entire loan must be 
repaid within 12 months of the date of 
consolidation. You will find these facts 
set forth in the first paragraph on page 
5 of my letter of June 2. 

Assume one of your members is 
paying $5.00 per month on a note and 
has the balance down to $25.00. He 
desires an additional $25.00, bringing 
the new note up to $50.00. This can be 
done again and again and you may 
let the new note run for 10 months 
from the date of the consolidation. 
(This is limited to 10 months merely 
because the payments must be at least 
$5.00 per month, otherwise the loan 

might be for 12 months:) 





a hard heart, and we have 
had little trouble with bor- 
rowers and good _ results 
from the few endorsers that 
are forced to pay. We guard 
against collusion and feel 
sure the members them- 
selves would prevent such 
practice if it should be tried. 





ment. 


You are invited to submit your questions on 
any credit union problems to this depart- 
You are also welcome to contribute 
your own ideas on the answers printed here. 
What's on your mind? 


I note in your letter sev- 
eral references to “15 
months limitation.” Loans 
which are subject to the 
regulation, with the excep- 
tion of loans to purchase 
automobiles, are limited to 
a maturity of 12 months. 
Loans exempt can of course 
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be made for any length of 
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time permitted by your credit union 
law. 


Taking on Another’s Loan 


Question (From Pennsylvania): 
Would like a little information in re- 
gards to Regulation W in the follow- 
ing case: We have a father and son 
both indebted to our credit union. 
The son wishes to enter college this 
fall and the father wishes to assume 
the son’s obligation with our credit 
union but cannot meet both payments 
as they are now being made. Father 
pays total of $7.25—son $5.25 weekly. 
The father’s loan record is as follows: 
8-23-40 — $65.00; 2-19-41 — $67.00; 
5-24-41 — $500.00; 2-21-42 — $380.00; 
with an unpaid balance at present of 
$218.50. Share balance—$32.74. 

The son’s loan record is as follows: 
9-25-41—$320.00; with an unpaid loan 
balance of $133.10. Share balance— 
$15.93. 

If it is possible for the father to 
assume both obligations, please ex- 
plain just how we can handle the 
transaction and stay within Regula- 
tion W. 


Answer: You say that at the pres- 
ent time one member of your credit 
union owes the credit union a balance 
of $218.59 and his son owes the credit 
union a balance of $133.10. You state 
that you would like to combine these 
loans into one, so that the one indi- 
vidual could pay the entire amount of 
$351.60, and you ask how this can be 
done. 

It seems to me that since the son 
did not apparently contemplate stop- 
ping work and going to college this 
year and since he now feels he would 
like to do that, the father could sign 
a statement of necessity setting forth 
the fact that he is taking over and 
combining with his own loan the loan 
of his son and that he is using the 
statement of necessity because he did 
not foresee that the son would wish 
to go to college this year. After ac- 
cepting this statement of necessity you 
could accept a new loan application 
for $351.60 which would cover the 
balance due you on each of these 
loans, and you could let that loan run 
for a 12-month period of time. Or, in 
other words, you could provide for 
payments on this loan in the amount 
of $6.75 a week, plus interest, which 
including interest would average dur- 
ing the first month about $7.60 per 
week. 


Handling 90-Day Notes 


Question (From Indiana): We 
would like to have some information 
concerning the method of the book- 
keeping for the 90-day notes. We have 
several of them outstanding at the 


THE BRIDGE — October, 1942 


present time and due to the fact that 
we have never had such types of notes, 
we do not quite understand the cor- 
rect method of the bookkeeping. All 
of the people having these 90-day 
notes also have other instalment loans. 
At the maturity date, in the event 
that they are unable to pay back the 
90-day notes, we understand that the 
90-day note is to be combined with 
the regular instalment loan. How 
many months would this individual 
have to pay back this combined debt? 
In the event that he would ask for 
additional money, what would be the 
procedure to follow: 

We had a case last week where one 
of our members purchased a new car 
before September 1, 1941, and came to 
us asking for a loan to pay the bal- 
ance due on the car. This balance 
was $485.00 and we have a chattel 
mortgage on the car as security. We 
are wondering whether this loan 
would be classified under Regulation 
W, since the car is a listed article and 
whether the instalment payment time 
should run for 15 months or as long 
as the state allows? 


Answer: Although you asked me 
concerning the method of bookkeep- 
ing in connection with 90-day notes, 
I think that really you are more in- 
terested in the 90-day note and the 
method of renewing such a note. Any 
single-payment note written previous 
to May 6, 1942, is entirely exempt 
from Regulation W and any and all 
renewals of this obligation (provided 
no additional cash is included in the 
same transaction) are perpetually ex- 
empt from the regulation. In other 
words, if some of your people bor- 
rowed money previous to May 6 and 
signed a note stipulating that the loan 
would be repaid in one lump sum at 
the end of 90 days, these loans, if you 
desire, may be renewed and renewed 
and renewed again, each time for a 
90-day period as they are not in any 
way subject to Regulation W. 


BUY WAR SAVINGS 


BONDS AND STAMPS 





I think if 1 were treasurer of a credit 
union I would have a separate ledge: 
account for these  single-payment 
notes and would not mix them in with 
my instalment loans, although of 
course if your credit union uses the 
AA insurance of the Cuna Mutual, 
these balances should be included as 
they also are covered. You may, how- 
ever, have some ruling from the Fed- 
eral Section with regard to this. 

You state in the second paragraph 
of your letter that one of your mem- 
bers purchased a new car previous to 
September 1, 1941, and is now asking 
for a loan to pay the balance due on 
the car. Apparently his original trans- 
action was financed elsewhere. You 
state there is $485.00 still due on this 
car and that you have a chattel mort- 
gage on the car as security. Since this 
obligation originated previous to Sep- 
tember 1, 1941, you may renew it once 
on any terms you desire. In other 
words, you can give this man 24 
months to repay the $485.00 if you so 
desire and retain the chattel on the 
car as security. The fact that the car 
was not originally financed by you (if 
that is the case) does not make any 
difference. 


Renewing Straight Loans 


Question (From Kansas): We have 
several straight loans which were 
made out previous to September 1, 
1941. Can these notes be revived or 
renewed and the term extended for 
more than 12 months? No additional 
cash is being asked in any case. 

We have one single payment loan 
made out before March 23, 1942. The 
maker of this loan is in bad financial 
circumstances and will not be able to 
make the payments unless we can 
make the note out for 12 more months 
on a straight loan. We asl: if this can 
be done without interference with 
Regulation W. 

We appreciate the fine information 
that has always been extended to us. 
Our credit union is doing quite well 
We are buying bonds every month 


Answer: Any loan outstanding on 
September 1, 1941, whether it be an 
instalment loan or a single payment 
loan, may be renewed or revised once 
on any terms permissible by the Kan- 
sas credit union law. Where a loan 
outstanding on September 1, 1941, is 
being renewed or revised and an addi- 
tional amount of cash is desired, it is 
only necessary that the new advance 
be repaid in 12 months. 

Any single payment loan made prior 
to May 6, 1942, can be renewed or re- 
vised on any terms. Therefore, you 
would not be violating Regulation W 
if you made the loan described in 
paragraph 2 of your letter. 
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boing Like 
Hot Cakes! 


Mother at the stove with the 
riddle! The kids at the break- 
fast table, stowing away the 
hot cakes, faster than Mother 
can turn ' out! That's where 
the expression came from. 


The New Credit Union 

Book —‘’The War and 

After’’—is ‘‘Going Like 
Hot Cakes!’ 
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Here’s the Table of Contents 
Introduction— 


“The dogmas of the quiet past are 
inadequate to the stormy present.” 


Chapter I. The War and the Credit 
Union Member 
“And make the present day ready 
to fulfill its prophesy.” 


Chapter Il. The War and the Credit 
Union 

“May he... enable you... with 
sleepless vigilance ... to guard 
and defend .. . the charge He has 
committed to your keeping.” 

Chapter Ill. The War and Organiza. 
tion 


“Whisper no Longer!” 


Chapter IV. Can We Lose the War? 
“Or we shall hang separately.” 


Chapter V. After 
“They must upward still, and on- 
ward, who would keep abreast of 
truth.” 


Epilogue 
“Give me Liberty or give me Death.” 


Bill Reid, President of CUNA, says 
of it in the foreword: “It is effec- 
tive because of its intense earnestness, 
its racy style and because it is not 
too long... It is timely because too 
many people today need to have their 
courage revived. Any reader who 
does not get a tremendous lift out of 
this book is indeed in a bad way.” 

Writes another member of the 
Executive Committee: “It is my 
hope it can be placed in the hands of 
all credit union leaders throughout 
the United States and Canada, as well 
as in the hands of the credit union 
membership.” 


The First Edition—2000 copies—is 
melting away. To get a copy send 


FIFTY CENTS PER COPY DELIVERED 


CUNA Supply Cooperative 


Madison, Wisconsin 
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The Theory of Dividends 
(Continued from page 218) 


nally charged by the Cuna Mutual 
Insurance Society, for example, was, 
I believe, fifty per cent lower than 
that of any other company operating 
at that time. 

The credit union differs then from 
the private-profit corporation in that 
its purpose is not profit and therefore 
its success is not measured by the size 
of its dividend. It differs also from 
most other cooperatives in that it does 
not initially charge the current price 
for the service it renders its member 
patrons. The saving is made to the 
member at the time he purchases the 
service of the credit union in a greatly 
reduced interest rate and in the elimi- 
nation of fees, commissions and exces- 
sive fines. Since this saving to the 
member patron of the credit union has 
been made through reduction of the 
initial charge made for the service 
rendered there is not the same equiva- 
lent need in the credit union for a 
patronage dividend to be paid in cash. 
Such a dividend, when paid by a credit 
union, is usually so small it is incon- 
sequential, and the cost of computing 
such a dividend is excessive in com- 
parison with the amount returned to 
the member patron. Many credit 
union members, however, do receive 
a patronage dividend but not a cash 
dividend. This patronage dividend is 
in the form of Loan Protection Insur- 
ance as written by the CUNA Mutual 
Insurance Society. This insurance 
guarantees the payment of the loan 
in case of the death of the borrower, 
and the insurance is, in ninety per cent 
of the credit unions using it, paid for 
by the credit union. Incidentally, the 
insurance policies written by CUNA 
Mutual Insurance Society have no war 
clauses. We do not discriminate 
against the man who enters the service 
of his country. In many other credit 
unions the member receives another 
dividend in the form of Life Savings 
Insurance. This insurance doubles the 
shareholdings of the member (up to 
$1,000.00) in case of death. These two 
patronage dividends are much more 
important to the credit union member 
than payment of a cash patronage 
dividend which would be inevitably 
small. 

Since the credit union does not 
operate for purposes of exploitation, 
it is not interested in large profits for 
its shareholders and its success is not 
measured by the size of its dividend. 
The credit union does, however, pay 
dividends of tremendous importance 
to its members. The purpose of the 
credit union is to help its members 
save and to create for them a source 
of credit under their own control and 


Inauagement. in the accomplishment 
of these first two objectives it teaches 
its members something about manage- 
ment and something about finance. If 
a member of a credit union acquires 
the habit of thrift and through the 
credit union saves money when he has 
never saved money before, he has re- 
ceived a dividend of great value. If 
he learns something about manage- 
ment and finance he has received a 
valuable dividend. If his credit union 
in encouraging him to save money 
purchases Life Savings Insurance for 
him, thus doubling his savings in case 
of death (up to $1,000.00), he has re- 
ceived a dividend of great worth. 


ET us now discuss the cash divi- 
dend paid to credit union mem- 
bers, which dividend is based upon the 
amount of the member's savings 
Every successful credit union pays a 
cash dividend of this kind, in addition 
to all the other benefits or dividends 
with which it endows its members. 
Sometimes credit union members 
seem to feel this is the only dividend 


‘the credit union pays. This dividend 


is important, but it is at the same time 
a great threat to the successful opera- 
tion of the credit union unless the 
members thoroughly understand the 
philosophy upon which the dividend 
payment is based. It is not paid as an 
incentive to exploitation of fellowmen: 
neither does it represent a return of 
an excessive initial charge for services 
or products. It is paid first as an in- 
centive to further saving on the part 
of the member and second as a reason- 
able rental for the use of his money. 
Usually this dividend does not exceed 
five per cent per annum and today it 
should not exceed three per cent per 
annum. 

Let us carefully consider these two 
reasons why a credit union pays a cash 
dividend: 

1. To encourage further thrift. 

2. As a reasonable rental paid for 
the use of money. 

What other reason can there be for 
payment of a cash dividend? The 
credit union has a charter granting it 
permission to operate as a coopera- 
tive society, not for profit. It has been 
granted this charter because of legis- 
lation enacted to provide for the for- 
mation of these cooperative societies 
as agencies which would eliminate 
usury. It is free from taxation because 
it operates on a non-profit basis. 
Therefore the credit union has no legal 
or moral right to be actuated by the 
profit motive in its dividend-paying 
policy. 

If a credit union pays dividends 
merely to encourage its members to 
save, then it should never pay divi- 
dends at the same time it has rules in 
effect which limit or restrict its mem- 
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bers in the amount they may save. It 
is surely not logical to say we are en- 
couraging thrift through payment of 
a five or six per cent dividend and at 
the same time prohibit our members 
from saving more than a certain 
amount each month. Usually these re- 
strictions are placed upon saving be- 
cause the credit union does not have 
use for more money. What difference 
whether the credit union has use for 
the money or not—it is still important 
that the member shall save. Of course 
if the credit union does not have use 
for the additional money which would 
be accumulated without the restric- 
tions, then because of idle funds the 
dividend would naturally be reduced. 
Those credit unions which have re- 
stricted the amount their members 
may save have usually taken this ac- 
tion in order to uphold a high divi- 
dend. They are exploiting most of 
their members for the benefit of a few. 
They are really violating the law of 
supply and demand in the credit 
union. They are really actuated by 
the profit motive while enjoying ex- 
emption from taxation on the theory 
that they operate as non-profit coop- 
eratives. There is no excuse for such 
action. 


a credit union pays dividends “as 
a reasonable rental paid for the use 
of money,” then certainly that divi- 
dend should fluctuate with the value 
of money. Today money is plentiful. 
Credit unions can in most cases obtain 
all the money they need by paying a 
rental or dividend of three per cent 
per annum. Therefore, there is no 
need to pay more, and if a higher 
dividend is paid those who authorize 
it are actuated by the profit motive. 
The dividend paid by a credit union 
should fluctuate with the need for 
money. When the credit union has ex- 
cess idle funds the dividend should be 
low; when the credit union is in need 
of funds the dividend should be in- 
creased. Certainly when banks and 
other savings institutions are paying 
only one and two per cent per annum 
for the use of money there is no reason 
why credit unions should pay more 
than three per cent per annum. The 
United States is now anxious to re- 
ceive the savings of its citizens and is 
offering three per cent interest on cer- 
tain of its bonds. Credit unions should 
not compete with their government by 
offering a higher dividend rate. 


Record Bond Sales 

A credit union with assets of less 
than $7,000 has already sold $192,800 in 
War Bonds and Stamps. It is the 
Steiger’s Holyoke Employees Federal 
Credit Union, Holyoke, Massachusetts. 
James J. Kennedy is treasurer. 
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“The borrower's brother could 
not believe 


that he did not have to pay off this loan balance,” says treasurer 
R. J. Budbill of Cleveland. 


There is no way a credit union gets more good will than 
by insuring its loans. Here is a case where loan insurance may 
produce a new credit union. Read Mr. Budbill’s letter: 


CLEVELAND RY. FAIRMOUNT FEDERAL CREDIT UNION 
4940 East 88 Street 
Cleveland, Ohio 


July 31, 1942 
CUNA Mutual Insurance Society 
Madison, Wisconsin 


Dear Sirs: 


Our credit union wishes to thank the CUNA Mutual 
Insurance Society for the check in regards to the death 


I don’t think I know of any other service that does 
more good than CUNA Insurance. It surely is very nice 
to be able to tell the widow or the administrator that the 
loan is paid off. 


The service was very good. It was seven days from 
the time I filed the claim until the check came. 


Through this death we are trying to start a credit 
union at the dairy where this deceased man’s brother 
works, as the brother could not believe he did not have 
to pay off this loan balance. 

Thanking you, 

Yours respectfully, 
(s) R. J. Budbill 


Treasurer 





This credit union insures all loans against the death 
of the borrower. Are you providing your members 
with this valuable credit union service? 





CUNA Mutual Insurance Society 
Madison Wisconsin 
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Our Changeable Money 
(Continued from 229) 
are lucky enough to have jobs are 
helped by a reduced cost of living, but 
the hordes of the unemployed mean 
that labor, on the average and in the 
long run, loses by falling prices. 

In short, labor loses in either event. 
The real wages of labor, as a class, are 
reduced, either by wages lagging be- 
hind the high cost of living (during 
inflation) or by some workers being 
out of jobs and having no wages at all 
(during deflation). 

An alienist who became interested 
in this problem remarked that un- 
stable money seemed a sort of social 
insanity analagous to insanity in an 
individual. The individual who has 
an “unconscious conflict” does not 
know what ails him, but is restless and 
assigns the blame to the wrong cause. 
The public likewise do not understand 
inflation and deflation with their at- 
tendant evils, but do have a keen sense 
that is benefiting at their 
expense. The public therefore put 
the blame on the supposed rascal. 
When the price level is falling, the 
money-lender (the bondholder) is 
getting the advantage of the changing 
conditions and the public nickname 
him, as in the Bryan days of 1896, the 
“soldbug of Wall Street” or the 
“bloated bondholder.” These, the 
banker and the money-lender, become 
the targets of popular discontent. 
When, on the other hand, the price 
level is rising the public blame and 
denounce the profit-taker and nick- 
name him a “profiteer.” 


page 


someone 


S we have seen, in neither case is 
the imputed blame by the public 
justified; the “bloated bondholder” 
could not help benefiting by falling 
prices and the profit-taker could 
help benefiting by rising 
prices. In 1919, a lumber merchant in 
central New York, not wishing to be 
called a prefiteer, tried at first to 
charge for his lumber on the basis of 
arbitrary percentages, just as the Aus- 
trian bank figured the charge of the 
product of its paper mills. He sudden- 
ly woke up to the absurdity of the sit- 
uation when he found that he was un- 
wittingly selling his lumber, not to the 
public, which he was trying to save 
from “profiteers” but to the wholesale 
dealers from whom he had originally 
bought it! They found they could buy 
lumber of him more cheaply than they 
could get it. from the lumber mills! 
But, whether justified or not, pop- 
ular discontent always follows in the 
wake of inflation or deflation. When 
the price level rises rapidly the labor- 
ers rightly feel themselves to have 
been victimized, and the more radical 


236 


scarcely 


among them come to hate society. As 
inflation goes on, the workers grow 
continually more dissatisfied and at- 
tribute their plight to an intentional 
plundering by a social system of “ex- 
ploitation.” 

Even the most reasonable workmen 
as well as the most reasonable em- 
ployers are apt to get into disagree- 
ments because of unstable money. Un- 
stable money is, as Lord Vernon has 
well pointed out, a chief cause of bad 
industrial relations. 


HEN the price level is rising the 

workmen complain, as we have 
seen, of the high cost of living and de- 
mand higher wages. This is a reason- 
able demand, but the employers are 
likely to resist, especially if they have 
a long-time contract or understanding 
with the workmen. A strike is often 
the result of the difference between 
these two viewpoints. 

When, on the other hand, the price 
level is falling the employers try to 
reduce wages. This also is reasonable, 
but the workmen are almost certain 
to resist, especially if they have a con- 
tract or understanding to their advan- 
tage. A lock-out is likely to result. 

As Lord Vernon puts it in his 
pamphlet on “Coal and Industry”: 

“If the dispute becomes serious the 
Government probably intervenes and 
holds an inquiry: The Sankey Com- 
mission of 1919 being an example in 
the first case, and the Samuel Com- 
mission of 1926 in the second. Even- 
tually, either with or without a stop- 
page, but in any case after an im- 
mense amount of suspicion, misrepre- 
sentation, abuse and bitterness, the 
alteration of wages either up or down 
is made. 

“This strange process is often re- 
ferred to as ‘making the necessary ad- 
justments,’ which really means the ad- 
justment of wages upwards or down- 
wards to suit the changing value of 
money, and it should Le noticed that 
in the example given above the proc- 
ess starts in the first case at the re- 
tail end, when the miner wants to buy 
something in a shop, and in the second 
case at the wholesale end, when the 
coal-owner sells his coal. 

“Neither party in industry likes the 
process. All sensible employers dis- 
like reductions of wages and lock- 
outs, while workmen dread a strike. 
Both are, to a large extent, victims of 
circumstances over which they have 
no control, and if this analysis has 
any degree of truth, it shows how 
childish is the feeling, which is so ob- 
vious in every dispute, about the 
words ‘strike’ and ‘lock-out.’ Both 
arise from the same cause—at any 
rate, in many cases—but the initiative 
is forced upon the workman in one 





case and upon the employer in the 
other.” 

It follows, therefore, that unstable 
money is one of the chief causes of 
industrial unrest, and stable money 
one of the chief hopes for industrial 
peace. 

This study of the harm done by un- 
stable money began with the observa- 
tion that it makes our bookkeeping 
misleading, producing an _ unjust 
transfer of values from one class of 
society to another, but not, primarily, 
a loss to society as a whole. What some 
lost others have gained. 

But we now find the losses exceed 
the gains, owing to the indirect harm 
of uncertainty, depression, unemploy- 
ment, discontent, strikes, lock-outs, 
sabotage, riots, violence, Bolshevism. 
These can only mean a dead loss to the 
general public. 

The loss is felt whether the price 
level is rising or falling. 

When the price level is rising and 
business is temporarily stimulated, 
“prosperity” is largely a sham. Bond- 
holders, most salaried men, many wage 
earners and all others whose incomes 
are fixed, or nearly fixed, in dollars are 
then far from prosperous. We must 
remember that “prosperity” is a busi- 
ness man’s term, one that describes a 
condition of class interest rather than 
a condition of general welfare. It fol- 
lows that, during inflation, the sup- 
posed “prosperity” of the period is 
really a class prosperity—an increased 
welfare of profit-takers at the expense 
of the welfare of others. 

Moreover, as with ordinary gam- 
bling, even the gains of the winners 
are largely swept away in the end. 
When the price level is rising the 
strikes, riots and violence, which often 
occur, as secondary effects of the ris- 
ing price level, take away the profits 
of the winners by blocking the wheels 
of industry and even destroying it- 
tools. [t is not so much a question of 
who is going to get the profits as it 
is a question of whether there are to 
be any profits. It does not seem too 
much to say, for instance, that, eco- 
nomically speaking, Germany prob- 
ably suffered more after the War from 
her colossal inflation than from the 
War itself. 

Similarly, when, during a period of 
falling prices, the’ apparent gainer is 
not the profit-taker but the creditor. 
the winner is also just as likely to lose 
his winning. The bondholder is, usu- 
sually and normally, the simple inves- 
tor of capital, the “silent partner” in 
business. He lacks the temperament 
and training to be a risk-bearer or 
captain of industry. But, after years 
of a falling price level, during which 
he himself has been draining, unob- 
served even by himself, the life-blood 
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of the enterprise whose bonds he 
holds, until there is no profit left for 
the captain of industry who has been 
manaying it or for the stockholders 
who risked their capital, the mort- 
gage is foreclosed and the captain, 
held responsible for the shipwreck, is 
forced out, discredited, humiliated, 
and unable to explain or even to un- 
derstand that the disaster was not 
wholly his fault. The fault has arisen 
from his unreliable instrument of 
reckoning, the dollar. Next, the bond- 
holders or their representatives, often 
lawyers, take control, whether or not 
they know how to run the business. 
Thus the management often drifts 
into wrong hands and turns into mis- 
management. The bondholder has un- 
consciously been a Shylock, exacting 
his pound of flesh until the once pro- 
ductive enterprise is bled to death. 

The workmen who are thrown out 
of work during a period of depression 
never regain their lost wages. Nor is 
what they lose gained by their em- 
ployers nor by anyone else. Idle men 
and idle machines represent total 
losses to all society. 


In the Army Now 


Victor L. Bowers, treasurer of the 
New Jersey Credit Union League for 
the last six years. He is the second 
league director to enter the service: 
the first was Clarence Morfit. 

Lincoln B. Grayson, formerly man- 
aging director of the Massachusetts 
Cuna Association, now a Captain with 
the Engineers in Australia. 

Harry Dow, Massachusetts Cuna 
Association director, now Lieutenant 
Commander at Charlestown Navy 
Yard. 

Edythe B. White, Massachusetts 
Cuna Association director now in 
training with the WAAC’s at Fort 
Des Moines. 

P. W. Bockoven, president of the 
Nebraska Credit Union League, now 
with medical battalion at Camp Car- 
son, Colorado. 





Coming Euents 


November 14, 15, 1942 


Quarterly meeting, Board of Di- 
rectors, CUNA Mutual Insurance 
Society, Hotel Book-Cadillac, 
Detroit. 


January 28, 29, 1943 
Quarterly meeting, Board of Di- 
rectors, CUNA Supply Coopera- 
tive, Indianapolis. 


January 30, 31, 1943 


Winter meeting, Executive Com- 
mittee, Credit Union National 
Association, Chicago 











ae 
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g“OUBUE IN BRASS"? 


A valuable man in any orchestra is 
the player who, in a pinch, can play 
other instruments besides his own. 
Because his second instrument is often 
one of the horns, they say he “doubles 
in brass.”’ 


A valuable machine in these days 
of priorities, manpower, wage and 
hour problems is the National Ac- 
counting-Bookkeeping Machine that 
can do other jobs in addition to its 
regular work. Unable to get more 
Nationals for additional mechaniza- 
tion, many institutions have found 
that their present Nationals can do 
the additional work! 


How about yours? Additional oper- 
ations, new short cuts, combination 
operations that will save you man- 
power, time and supplies are possible 
... and the National representative is 
specially trained to uncover these 
possibilities. Call him in and get 
his suggestions. 

And, above all, see that your 
Nationals “keep fit”! They'll serve you 
longer with regular inspection and 
timely repairs (with standard parts) 
by our factory-trained servicemen. 


In these times, National service is 
devoted to one job: seeing that every 


National you have is doing everything 
it can to help you through. 





The National Cash Register Company 


DAYTON, OHIO 
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Forward on Every Front! 


Bripce does not talk more about 

the war, why, instead, we are 
trying in THe Bripce to show more 
and more ways of credit union use- 
fulness 


Pratncr a: you wonder why THE 


It is because the credit union can 
perform its greatest war service by 
being more and more useful, by grow- 
ing stronger and stronger, by making 
very certain that, when the war is 
over and our boys come home again, 
the credit union will be here, more 
serviceable than ever, ready to help 
them get readjusted to peace. 

The war is our challenge. Some of 
us do not fully realize yet what kind 
of a war this is and what the price 
of Defeat—what the reward of Vic- 
tory. 

I do not hesitate to say that the al- 
ternative to Victory is not Defeat— 
the alternative is Death—to every- 
thing we hold sacred in America. 

I believe that it would be better to 
fight it out until the last hundred men 
are pushed into the sea and there is 
nothing left but devastated fields and 
smouldering cities—than to compro- 
mise this war or to lose it. 

I say that because everything we 
stand for in the credit union is at 
stake. Hitler has, in his barbaric way, 
indicated more clearly than it has 
been demonstrated by any other sin- 
gle circumstance in our long history 

that the credit union is the symbol 
of democracy. That is why he has de- 
stroyed the credit union in every 
country which he has conquered. And 
have you noted the extent of his new 
conquests since he marched into Rus- 
sia? Where are they? He hasn’t con- 
quered Russia. He is stymied in 
Egypt. The peoples of suppressed 
Europe are ripe for revolt against 
him. The armies of the United Na- 
tions grow stronger day by day. Our 
military power is growing with every 
turn of a million, million wheels in 
our vast munitions industry. There 
are long, bloody battles ahead. We 
shall suffer. We shall sacrifice. Life 
will get pretty grim—but we are on 
the sure road to Victory. Never doubt 
that. Never depend either on the other 
man’s war effort. Victory will come 
only when you are performing your 
maximum war duty. 

So we urge that you keep your 
credit unions strong, that you build— 
today, tomorrow and every day. We 
urge that you create new credit 
unions. We urge that you perform to 
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By Roy F. Bergengren 


a maximum of the ability of your 
credit union in the distribution of 
War Bonds. We ask you to back every 
war activity. We ask you to look out 
for the families of men in the service. 
We ask you, as boards of directors of 
credit unions, to meet and to discuss— 
HOW CAN WE SERVE MORE EF- 
FECTIVELY? That is the only issue— 
more effective service. 

So we recently sent to all credit 
unions the first assortment of credit 
union munitions. In the envelope was 
a new War Bond poster. Put it in a 
conspicuous place. Redouble your War 
Bond effort. In it were a couple of 
posters the United States government 
asked us to send you. One of them 
has to do with local civilian war effort. 
See to it that your members under- 
stand what they can do at home to 
help win the war. In the envelope was 
an appeal that you do something to 
get your members to participate ac- 
tively in the “V Home” campaign. 
Uncle Sam asked your organization 
to help in this matter. Let’s help then 

practically, efficiently, promptly. In 
the envelope is a statement of policies 
worked out by a hundred and ten 
credit union leaders, from all parts 
of the United States, the Canal Zone 
and Canada; give heed to these pol- 
icies and they will help you to make 
your credit union more effective dur- 
ing the war. In the envelope was a 
notice of the new credit union book— 
The War and After. It seeks to orient 
credit union members and credit 
unions to our war problems. It costs 
fifty cents. Like all credit union books, 
this book is the gift of the authors to 
the credit union movement. Get it. 
Read it. Study it. Heed it. It will help. 
In this envelope are some suggestions 

-that you see to it, for example, that 
all your members in the armed forces 
get Christmas presents. That is a 
legitimate expenditure of your credit 
union. Don’t forget your own soldiers 
and sailors at Christmas. 


HIS packet of inspirational mate- 
rial is only the beginning. We are 
going to ask you to cooperate in many 
big ways. Be on the lookout for more 
material and stand ready, good sol- 
diers, to make the credit unions of the 
United States do a real job for our 
country. 
Finally—what about more credit 
unions? 
This is no time for little futilities. 
This is war. When we entered the de- 


pression—what happened? Did we 
fold our hands, shut our eyes, shudder 
and wait for the depression to end? 
We did not. Times were infinitely 
worse, from a credit union viewpoint, 
than now. Businesses were closing 
up; full-time went down to half- 
time; wages dropped; the ranks of the 
unemployed swelled to an army of 
millions; thousands of banks, many 
of them with our balances in them, 
failed. The bank holiday closed all the 
banks and, much to our surprise, we 
were included in the bank holiday. 

We came through the holiday with 
the same number of units we had 
when the holiday was declared. We 
made a proud record. Our credit 
unions increased during the depres- 
sion from 3,000 to 5,000. 

Let’s stop worring about little 
things. “When in doubt, the Marines 
advance!” The command is—‘For- 
ward!” 


The National Association, to give 
emphasis to this problem, has offered 
two prizes. I beg you to take them 
seriously. One is the National Prog- 
ress Cup which will be awarded to the 
Credit Union League in that State 
where, per thousand of population, 
the most new credit unions are added 
between February 28, 1942, and Feb- 
ruary 28, 1943. The winning League 
will have custody of the cup for a 
year and permanent possession when 
it has won it for three consecutive 
years. The second prize offered is a 
$100 War Bond for the volunteer or- 
ganizer who organizes the most new 
credit unions per thousand of popu- 
lation in his city or town between 
September 1 of this year and February 
28, 1943. 


A picture of the Cup or plaque and 
the bond will be contained in an early 
issue of THe Brince. 


Let’s get the lesson contained in 
these awards. They are a practical 
expression of the faith of the credit 
union leadership that our biggest in- 
ternal problem right now is to organ- 
ize more credit unions. We are taking 
this war in stride. When it is over, 
if you and you and you will work to- 
gether, the record of the credit union 
for war service will shine forth re- 
splendent. We shall build and build 
and build so that the credit union 
movement may be ready for the great 
task of Peace and Reconstruction. 

The command: FORWARD—ON 
EVERY FRONT! 
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The Occegoare” 


t BOUGHT FUEL 
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2. HAD IT INSULATED 
en Ceecugh a credit urtore Coca / 


~/ 13. CONVERTED HIS FURNACE 
ii FROM ONE FUEL TO ANOTHER 
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BOOKMATCHES 


Each pack tells your story 
twenty times. For distri- 
bution through plant cafe- 
teria, canteen, vending 
machines, neighboring 
stores, etc. Space for your 
imprint. Minimum order 

U N I 0 N 2,500. Prices per thou- 
i sand: 2,500—$3.90; 5,000 

— $3.60; 7,500 — $3.40; 
10,000—$3.40; 25,000— 
$3.15; 50,000 — $2.90; 
100,000—$2.75. Plus 40 
cents per thousand Feder- 
al excise tax. No discount. 


SAVE or BORROW 
which 7? 


See Your 
CREDIT 





YOUR 


CREDIT UNION } 


WELCOME THE CHANCE | 
TO HELP YOU 
$ 
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These Will Build 
Your Credit Union! 





rh oft ay: ‘. 
eS: par ic 
Not f ot for a SERV 
Bu 


POCKET CALENDAR 


Carried in pocket or wallet. 
An advertisement that works 
for twelve months. Three-inch 
rule on one edge. Price: 
$1.50 per hundred. No dis- 


count. 


LITERATURE RACK 


A handy book stand: shelves for books and 
credit union literature to be distributed to 
members. Keep your supply of books, 
pamphlets and leaflets current. Rack comes 
in knock-down unfinished form; easily assem- 
bled. Price $9.75 FOB Madison, Wisconsin. 


Cuna 


Supply 
Cooperative 
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